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CROWLEY MILNER AND COMPANY 


FIVE YEAR REVIEW 


YEARS ENDED JANUARY 31 

1974 1973 1972 1971 1970 


Operations 

Net sales . $55,566,881 

% increase (decrease) over 

preceding year . 12.7% 

Earnings before income taxes . 1,923,380 

Income taxes. 965,000 

Net earnings . 958,380 

Per share . 1.88 

Dividends paid . 201,082 

Per share . .39Y2 

Depreciation . 668,579 

Interest expense . 358,671 

Net additions to properties . 336,917 

Balance sheet 

Working capital . 10,898,397 

Ratio of current assets to 

current liabilities . 2.69 

Inventories . 8,304,321 

Properties-net . 4,392,362 

Long-term debt . 3,950,000 

Number of shares outstanding. 509,067 

Stockholders'equity . 11,713,759 

Per share . 23.01 


$49,293,649 

$40,160,132 

$37,950,305 

$38,023,330 

22.7% 

5.8% 

(0.2%) 

(0.5%) 

2,112,800 

988,957 

524,239 

628,149 

1,035,000 

505,000 

227,000 

277,000 

1,077,800 

483,957 

297,239 

351,149 

2.12 

0.95 

0.58 

0.69 

152,722 

152,722 

152,722 

152,722 

0.30 

0.30 

0.30 

0.30 

601,375 

411,365 

407,431 

385,038 

122,650 

-0- 

11,600 

34,700 

2,407,114 

1,076,041 

94,877 

436,207 


8,322,970 

6,737,780 

7,128,548 

6,700,386 

2.41 

2.57 

2.81 

2.63 

9,434,033 

6,355,110 

6,149,836 

6,026,828 

4,724,024 

2,918,285 

2,253,609 

2,566,163 

2,550,000 

-0- 

-0- 

-0- 

509,067 

509,067 

509,067 

509,067 

10,956,461 

10,031,383 

9,700,148 

9,555,631 

21.52 

19.71 

19.05 

18.77 


































TO OUR SHAREHOLDERS: 


Your company has achieved significant growth during the fiscal year ended January 31, 
1974. Sales for the year were $55,566,881, an increase of 12.7% over the prior year. Income 
after taxes was $958,380 or $1.88 per share compared to $2.12 per share for the same 
period a year ago. 

While this indicates a reduction of 24 cents per share in reported earnings, the reduc¬ 
tion was not attributable to operations but instead was attributable to a downward inven¬ 
tory adjustment under the LIFO method of inventory valuation used by the company of 
$575,000 before taxes, or about 54 cents per share after taxes, as compared with a nominal 
inventory adjustment last year under the same method of inventory valuation. Inventory 
valuation under the LIFO (last-in, first-out) method requires the inflation in the cost of 
merchandise to be charged directly to current operating expense each year and can result in 
widely varying LIFO charges from year to year, depending upon the change in the pace of 
inflation. Despite the adverse effect on reportable earnings, the company believes the use of 
the LIFO method is beneficial in these inflationary times because it results in lower income 
taxes and therefore provides more cash flow. 

The company is in a strong financial position with working capital at $10,898,397 
compared to $8,322,970 last year. During the year long-term debt was increased by con¬ 
verting a revolving credit agreement into a term note and securing additional long-term debt 
from an insurance company to finance expansion. 

We are in an excellent position to seek additional stores and in fact are negotiating to 
open a store of approximately 115,000 square feet in the Fall of 1975. This will be in a 
regional shopping center in a suburban Detroit area. 

This expansion of facilities, which we plan to finance through a sale-leaseback arrange¬ 
ment, would require annual rental payments of approximately $360,000 for 30 years. We 
are presently completing a renovation of our store at Westborn Center which will cost 
approximately $500,000. 

Due to the impact of the energy crisis on the Detroit Metropolitan area, we expect 
only a moderate increase in sales in our existing stores for the 1974 fiscal year. We believe 
that because of inflationary factors and other uncertainties effecting the economy, cus¬ 
tomers will remain in a cautious buying mood during the first half of the new year. 

We wish to express our thanks to our shareholders, associates, suppliers and customers 
for their continuing loyalty and support. 


$incerely. 



President 











CROWLEY MILNER AND COMPANY 


STATEMENT OF OPERATIONS AND RETAINED EARNINGS 

Years ended 
January 31 

1974 1973 

Net sales, including sales of leased departments. $55,566,881 $49,293,649 

Other income. 189,254 114,543 

55,756,135 49,408,192 

Costs and expenses: 

Cost of merchandise and services sold . 34,308,289 30,354,300 

Operating expenses. 18,634,912 16,521,242 

Interest. 358,671 122,650 

Other. 530,883 297,200 

53,832,755 47,295,392 

EARNINGS BEFORE INCOME TAXES 1,923,380 2,112,800 

Income taxes - Notes A and F . 965,000 1,035,000 

NET EARNINGS 958,380 1,077,800 

Retained earnings at beginning of year . 8,206,836 7,281,758 

Cash dividends paid - $0,395 per share in 1974; $0.30 per share in 
1973 (deduction). (201,082 ) (152,722 ) 

RETAINED EARNINGS AT END OF YEAR $ 8,964,134 $ 8,206,836 


Net earnings per share. $1.88 $2.12 


See notes to financial statements. 







































BALAN 


ASSETS 


CURRENT ASSETS 

Cash . 

Time certificates of deposit . 

Accounts receivable: 

Deferred-payment contracts. 

Other trade accounts . 

Less allowance . 

Inventories-Notes A and C. 

Prepaid expenses . 

TOTAL CURRENT ASSETS 


OTHER ASSETS 

Equity in 50%-owned parking facility - Note D 
Miscellaneous accounts . 


PROPERTIES - Note A 

Land .. 

Buildings .. 

Buildings and improvements on leased land 
Furniture, fixtures, and equipment . 


January 31 


1974 


$ 1,664,248 
4,500,000 

1,060,737 

991,590 

2,052,327 

55,000 

1,997,327 

8,304,321 

898,719 

17,364,615 

588,621 

75,379 

664,000 

463,779 

1,284,151 

5,681,681 

5,203,007 

12,632,618 

8,240,256 

4.392.362 


1973 


$ 1,950,304 
- 0 - 

1,155,773 

847,436 

2,003,209 

55,000 

1,948,209 
9,434,033 
911,147 

14,243,693 


573,267 

103,200 

676,467 


463,779 

1,280,908 

5,465,238 

5,177,806 

12,387,731 

7,663,707 

4.724.024 


Less allowances for depreciation and amortization 
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CROWLEY MILNER AND COMPANY 


SHEETS 


LIABILITIES AND STOCKHOLDERS' EQUITY 

January 31 
1974 1973 

CURRENT LIABILITIES 

Accounts payable . $ 3,574,486 $ 3,418,667 

Salaries, wages, and amounts withheld therefrom . 736,442 765,640 

Property taxes. 585,339 486,385 

Miscellaneous other taxes . 186,631 182,586 

Income taxes - Notes A and F: 

Current . 841,320 912,445 

Deferred. 42,000 80,000 

Long-term debt due within one year . 500,000 75,000 

TOTAL CURRENT LIABILITIES 6,466,218 5,920,723 

LONG-TERM LIABILITIES 

Long-term debt (exclusive of current maturities)-Note E . 3,950,000 2,550,000 

Deferred income taxes - Notes A and F . 199,000 217,000 

Other - Note G . 92,000 -0- 

4,241,000 2,767,000 

STOCKHOLDERS' EQUITY - Note E 
Common stock, par value $1 per share: 

Authorized - 510,000 shares 

Outstanding - 509,067 shares. 509,067 509,067 

Other capital . 2,240,558 2,240,558 

Retained earnings . 8,964,134 8,206,836 

11,713,759 10,956,461 

LEASE COMMITMENTS - Note I _ _ 

$22,420,977 $19,644,184 


See notes to financial statements. 




































STATEMENT OF CHANGES IN FINANCIAL POSITION 

Years ended 
January 31 

1974 1973 

FUNDS PROVIDED 

From operations: 

Net earnings for the year. $ 958,380 $1,077,800 

Items which did not affect working capital (deduction): 

Provision for depreciation. 668,579 601,375 

Earnings of companies accounted for by the equity method .. . (5,354) (60,744) 

Noncurrent deferred income taxes. (18,000) 20,000 

Other. 92,000 -0- 

TOTAL FROM OPERATIONS 1,695,605 1,638,431 

Long-term borrowings . 2,000,000 2,700,000 

Decrease in miscellaneous other assets. 27,821 —0— 

3,723,426 4,338,431 

FUNDS USED 

Payments on and increases in current maturities of long-term debt . 600,000 150,000 

Dividends paid. 201,082 152,722 

Additions to properties . 336,917 2,407,114 

Advances to 50%-owned parking facility . 10,000 10,000 

Increase in miscellaneous other assets. —0— 33,405 

1,147,999 2,753,241 

INCREASE IN WORKING CAPITAL $2,575,427 $1,585,190 


CHANGES IN THE COMPONENTS OF WORKING CAPITAL 

Increase (decrease) in current assets: 

Cash . $ (286,056) $ (126,011) 

Time certificates of deposit. 4,500,000 —0— 

Accounts receivable . 49,118 52,976 

Inventories . (1,129,712) 3,078,923 

Prepaid expenses. (12,428) 197,954 

3,120,922 3,203,842 

Increase (decrease) in current liabilities: 

Accounts payable. 155,819 919,011 

Salaries, wages, and amounts withheld therefrom. (29,198) 267,796 

Miscellaneous other taxes. 102,999 72,542 

Income taxes. (109,125) 284,303 

Long-term debt due within one year. 425,000 75,000 

545,495 1,618,652 

INCREASE IN WORKING CAPITAL $2,575,427 $1,585,190 


See notes to financial statements. 


















































7 


CROWLEY MILNER AND COMPANY 

NOTES TO FINANCIAL STATEMENTS 


Years ended January 31, 1974 and 1973 


Note A — Accounting policies 

Inventories are stated at the lower of cost or market. Mer¬ 
chandise in stores is priced at last-in, first-out cost determined 
by the retail inventory method, and the first-in, first-out 
method is used to determine the cost of in-transit merchandise 
and other inventories. 

Income on installment-payment sales is recognized in the 
year of sale for financial purposes and by the installment 
method for income-tax returns. 

Properties are recorded at cost and are being depreciated 
over their estimated useful lives by the straight-line method for 
financial reporting and by the declining-balance method for 
income-tax purposes. 

Store preopening costs are charged to expense in the year 
incurred. 

The Company funds actuarially determined pension costs 
accrued, including amortization of past-service costs over forty 
years. 

Appropriate provision has been made for income taxes 
deferred by use of the installment method of reporting certain 
sales, the declining-balance method of depreciation, and other 
timing differences. Investment tax credits are accounted for by 
the flow-through method. 

Note B — Acquisitions 

During fiscal 1973, the Company purchased the fixtures 
and equipment of three retail stores located in the metropoli¬ 
tan Detroit area for $1,210,000. Operations of these stores 
have been included in the financial statements since their 
opening in August, 1972. 

Note C — Inventories 

At January 31, 1974 and 1973, inventories determined 
by the last-in, first-out method were stated at approximately 
$1,783,000 and $1,208,000 less, respectively, than if deter¬ 
mined by the first-in, first-out method. 

Note D — Investments accounted for by the equity method 

It is the Company's policy to provide for deferred income 
taxes applicable to undistributed earnings of companies owned 
50% or more and accounted for by the equity method. For 
this purpose, it has been assumed that the undistributed earn¬ 
ings would be realized when the investments are sold and the 
deferred income taxes have been provided at the capital gains 
rate. 


Note E — Long-term debt 

The Company's long-term debt at January 31, 1974 is 
comprised of the following unsecured obligations: 



Due within 

Due beyond 


one year 

one year 

7-1/2% installment note. 

$100,000 

$ 450,000 

Term note payable to bank. 

8-7/8% note payable to insurance 

400,000 

1,500,000 

company. 

—0— 

2,000,000 

Total 

$500,000 

$3,950,000 


The installment note was issued in the purchase of the 
stores referred to in Note B and requires quarterly payments 
of $25,000, plus interest, and a final payment of $225,000 on 
May 1, 1977. 

The term note bears interest at 1/2 of 1% above the 
bank's prime commercial rate currently in effect (10-1/4% at 
January 31, 1974), and requires quarterly payments of 
$100,000, plus interest, to September 30, 1978. 

The note payable to insurance company was issued 
during fiscal 1974 in connection with a loan agreement which 
permits an additional $1,500,000 to be drawn before June 30, 
1975. The notes are payable in equal quarterly installments 
beginning December 1, 1979 to July 1, 1988. 

The agreements with the bank and with the insurance 
company contain various provisions limiting the payment of 
dividends. Under the most restrictive of these provisions, re¬ 
tained earnings of $608,000 were available for the payment of 
dividends at January 31, 1974. 

Note F — Income taxes 

The provisions for federal, state and local income taxes 
consist of the following: 



Current 

Deferred 

(Credit) 


Total 

Year ended January 31, 1974: 

Federal . 

$ 912,000 

$ (47,000) 

$ 

865,000 

State and local. 

109,000 

(9,000) 


100,000 

Total 

$1,021,000 

$ (56,000) 

$ 

965,000 

Year ended January 31, 1973: 

Federal . 

$ 881,000 

$ (26,000) 

$ 

855,000 

State and local. 

183,000 

(3,000) 


180,000 

Total 

$1,064,000 

$ (29,000) 

$1,035,000 


The provision for income taxes was reduced by invest¬ 
ment tax credits of $8,000 in 1974 and $60,000 in 1973. 

Note G — Other long-term liabilities 

During fiscal 1974, the Company modified its lease re¬ 
lated to the downtown store building. This modification ex¬ 
tends the lease to June 30, 1978 and requires the Company to 
remove the building on or before the expiration of the lease. 












































NOTES TO FINANCIAL STATEMENTS - Continued 

The Company estimates the removal costs will approximate 
$500,000 which amount is being charged to expense over the 
remaining term of the lease. The annual charges are not cur¬ 
rently deductible for income-tax purposes and the related 
deferred income-tax credits also are being recognized. 

Note H — Pensions 

The Company has a noncontributory trusteed pension 
plan covering substantially all employees. Pension costs for the 
fiscal years ended January 31, 1974 and 1973 amounted to 
$222,000 and $214,000, respectively. The actuarially com¬ 
puted value of vested benefits at January 31, 1974 and 1973 
exceeded pension fund assets by approximately $2,110,000 
and $1,900,000 at the respective dates. Unfunded past-service 
costs at January 31, 1974 and 1973 approximated $2,945,000 
and $2,760,000, respectively. 

Note I — Leases 

All of the Company's stores and certain other properties 
are leased. Required rental payments are based on sales, with 
minimum annual payments. Rental expense for the years 
ended January 31, 1974 and 1973, amounted to: 


1974 1973 


Financing leases: 

Minimum rentals . . . . 

. $ 840,232 

$ 772,114 

Contingent rentals . . , 

. 47,609 

44,670 

Non-financing leases: 

Minimum rentals . . . . 

. 471,063 

359,757 


Total $1,358,904 

$1,176,541 


The increase in 1974 is attributable to leases assumed in 
connection with the acquisition referred to in Note B. 

At January 31, 1974, the aggregate annual rental commit¬ 
ments for all non-cancellable leases are as follows: 


Financing Non-financing 

Years leases leases Total 


1975 . $ 840,232 $ 463,896 $ 1,304,128 

1976 . 840,232 463,896 1,304,128 

1977 . 840,232 463,896 1,304,128 


Years 

1978 . 

1979 . 

1980-1984 . . . 
1985-1989 ... 
1990-1993 . . . 

Total 


Financing 

leases 

840,232 

840,232 

3,871,160 

2,963,660 

671,493 

$11,707,473 


Non-Financing 

leases 

463,896 
238,621 
91,749 
- 0 - 
- 0 - 

$2,185,954 


Total 

1,304,128 
1,078,853 
3,962,909 
2,963,660 
671,493 

$13,893,427 


The financing leases cover stores and contain varying re¬ 
newal options for terms ranging to 2004, with no significant 
change in minimum annual payments. 

As of January 31, 1974 and 1973, the estimated present 
values of the net fixed minimum annual rental commitments 
for all non-cancellable financing leases are $8,455,000 and 
$8,888,000, respectively. The present values are determined by 
discounting future rental payments at interest rates ranging 
from 4% to 5%. 

If all financing leases had been capitalized, it is estimated 
that net earnings for the years ended January 31, 1974 and 

1973 would have been reduced by approximately $43,000 and 
$44,000, respectively. This computation assumes that the esti¬ 
mated present values were amortized on a straight-line basis 
over the terms of the lease commitments, and that interest 
expense was accrued on the outstanding lease obligations at 
the rates discussed in the preceding paragraph. The amounts 
included in the computation for amortization of leased pro¬ 
perty and interest expense were $524,000 and $400,000 in 

1974 and $479,000 and $378,000 in 1973, respectively. 

Note J — Expansion plans 

The Company has undertaken a remodeling program at 
Westborn Center and is negotiating to open a new store in the 
suburban Detroit metropolitan area. The estimated cost of the 
remodeling program is $500,000 and the planned financing of 
the new store through a sale-leaseback arrangement would re¬ 
quire annual rental payments of approximately $360,000 for a 
period of 30 years. 


ACCOUNTANTS' REPORT 

Board of Directors 
Crowley, Milner and Company 
Detroit, Michigan 


We have examined the balance sheets of Crowley, Milner and Company as of January 31, 
1974 and 1973, and the related statements of operations and retained earnings and of changes in 
financial position for the years then ended. Our examinations were made in accordance with 
generally accepted auditing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying financial statements identified above present fairly the 
financial position of Crowley, Milner and Company at January 31, 1974 and 1973, and the 
results of its operations and changes in financial position for the years then ended, in conformity 
with generally accepted accounting principles applied on a consistent basis. 




Detroit, Michigan 
March 26, 1974 
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Annum report 1974 



DOWNTOWN NEW CENTER 

Gratiot at Farmar Woodward & Milwaukaa 


GRAND RIVER 
15270 Grand Rivar 


WESTBORN CENTER 
Michigan at Outar Dnva 


LIVONIA MALL 
7 Mila & Middle bait 


MACOMB MALL 
Gratiot at 1Mila 


BIRMINGHAM 
200 North Woodward 


FARMINGTON 
12 Mila & Farmington Rd 
















